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KEY ECONOMIC INDICATORS 
(In millions of U.S. dollars unless noted) 


1984 1985 

Domestic Economy 

Population (thousands) 64.7 65.24 

Population growth (percent) 59 81 

GDP in current dollars 532;3 162.51 

Per capita GDP (thousands) 2.35 2.49 

GDP in local currency (millions) 1,074.2 L4 £86i7 

Percent change 8 8 

GNP in current dollars 145.7 

Consumer price index % change 4 


Production and Employment 
Labor Force (thousands) 
Unemployment (avg. % for year) 
Gross industrial production 
(local currency base 1976) 
Percent change 
Government operated surplus as 
a percentage of GDP 


Balance of Payments 
Exports (FOB) 


Reexports (FOB) 

Imports (CIF) 

Trade Balance 

Current account balance 

Foreign debt year end 1983=41.7 

Debt service paid 1983=41.7 

Debt service ratio of 

foreign exchange earnings 1983=3.9 (Jan-Mar) 
foreign exchange reserves a 4.61 
Average exchange rate 6.15 


Foreign Investment 
Total (cumulative) 


U.S. (cumulative--mainly for 
USAF Indian Ocean Tracking 
Station 

U.S. share (percent) 


U.S.-Seychelles Trade 
U.S. exports to Seychelles ° 5.4 
U.S. imports from Seychelles .0085 
Trade balance ° 5.39 
U.S. share of exports (percent) 3 
U.S. share of imports (percent) 
U.S. bilateral economic aid 


3.2 5.4 
2.2 2.4 


2.5 


Principal U.S. exports (1985): professional scientific equipment 
Principal U.S. imports (1985): cinnamon bark : 





SUMMARY 


The main economic trend seen throughout the eighties has been 

an attempt to redress the decline in the tourism industry and 
a major move toward strengthening the economic base of Seychelles. 
The most recent chapter in this trend relates to the start 
up of the 1985-1989 National Development Plan (NDP) which has 

as its key development tool the Seychelles Marketing Board (SMB), 
in charge of all imports and exports in Seychelles as well as 

all trading on the island. The SMB is the new middleman in 
certain transactions. There has been a great deal of suspicion 
on the part of the Seychellois about the purpose of the SMB. 
Having overcome initial organizational problems, most sections 

of the SMB are fully operational, although there is now a greater 
delay in imported or indigenous items reaching the market. 


The two areas with the greatest potential for expansion are tour- 
ism and fisheries. Tourism has continued to grow since the end 
of the world recession in 1983. Unfortunately, there has been 
no meaningful new investment into the sector since the early 
1980s and the Government of Seychelles (GOS) is concerned that 
the resorts have been declining in standard since then. Fish- 
ing is also high on the GOS' list of priorities. This sector 
has been given priority in the new NDP. At present there is 
little deep sea fishing being done by the Seychellois--most is 
licensed out to other countries, but even this is small in pro- 
portion to the resources available. 


The major U.S. contributions to the Seychelles' economy are the 
U.S. Air Force-managed satellite tracking station on Mahe which 
employs 235 Seychellois and 80 Americans and Economic Support 
Fund (ESF) allocations. There is no American private invest- 
ment in Seychelles at present because of the lack of incentives 
for investors and distance from viable markets. The GOS pub- 
licly encourages private investment, but has done little to 
support the few investors who maintain operations in this coun- 
try. The GOS is most interested in joint ventures that would 
bring expertise and capital into the country. The current 
trends in Seychelles do not indicate a change in the GOS' lim- 
ited support for private firms. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Balance of Payments (BOP): The GOS has been reviewing its 
present budgetary process in an effort to improve the accuracy 
of estimated revenues and expenditures for each year. In addi- 
tion, there is concern at all levels about the rising rate of 
international borrowing by the government for large development 
projects. At present this borrowing has not affected the gov- 
ernment's ability to repay loans, which are a low percentage of 
its foreign exchange earnings, but the continual deficit caused 
in part by debt-servicing is beginning to be of concern. Man- 
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aging the BOP is one of the primary goals of the GOS in the 
1986-1990 Development Plan. The plan is concentrating on the 
productive, economic and income generating sectors of the econ- 
omy, a change from its past emphasis on infrastructure. The in- 
itial steps toward BOP management--decreasing imports, increas- 
ing exports and maximizing economic benefits from tourism--are 
taking place now in the finance department. No action is ex- 
pected until the end of the year. 


Economic Growth: The GDP in Seychelles has been growing since 
1983, for the most part because of tourism earnings, which rose 
16 percent in 1985. At the same time outside loans to the gov- 
ernment increased 26.5 percent to 375.4 million Seychelles Rupees 
(SRs). Most of the loans are being used to finance the new five- 
year Development Plan, the focus of which is the East Coast Port 
project. The ability of this project to generate investment 
revenues will have a large impact on economic growth in Sey- 
chelles during the next decade. For the moment, however, lit- 


tle help to GDP growth is expected until the end of the construc- 
tion phase. 


Investment: The GOS has been increasing the amounts of the loans 
it gives the various parastatals in the country. Unfortunately, 
most of the money for this expansion is from outside loans which 
must be repaid. In addition, few of the parastatals are func- 
tioning at a profit, which means no money is being generated to 
repay the international loans. A local business group, the Fed- 
eration of Employers Associations of Seychelles (FEAS), has been 
pressing for an investment code to encourage outside private in- 
vestors to invest in Seychelles as opposed to their setting up 
business in other Indian Ocean states, especially Mauritius, 
which have more generous investment codes. The message of the 
FEAS has not yet been heeded by the GOS and instead of decreas- 
ing regulations, they have increased them through new trade 
controls, administered by the SMB. The government has a basic 
distrust of the private sector and believes its ranks are 
filled with exploitative retailers. This has done little to en- 
courage the business community to continue investing money in 
Seychelles. The GOS is trying to decrease reliance on the pri- 
vate sector as a means of ensuring stability in the economy. 
Some in the business community believe it is only a matter of 
time before their ability to purchase goods is completely halted 
and the SMB takes control of the entire market. The SMB is a 
fledgling operation and is at present hard-pressed to keep up 
with its workload. Although the government instituted the regu- 
lations as a means of controlling unnecessary imports, the mer- 
chants have seen it as a way for the GOS to take control of the 
most lucrative sectors of the market, in particular the hotel 
and restaurant trade. Whether this will, in fact, turn out to 
be the case remains to be seen. The present attitude in the 


private sector is not optimistic towards future investment in 
the coming year. 
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Tourism: In an attempt to upgrade existing facilities and fin- 
ish work on what will be the largest resort hotel in Seychelles, 
the GOS has negotiated management agreements with three inter- 
national hotel chains: Sheraton, Meridien and Intercontinental. 
The arrival of these firms is expected to stimulate tourism and 
create several first-class resort facilities as well as increase 
the employment opportunities in the sector. The Sheraton and 
Meridien groups will each take over one or two hotels to im- 
prove management and service skills. Intercontinental will be 
overseeing the end of construction on the newest addition to 
Seychelles' hotel facilities, the Val Mer, which will be the 
largest hotel on the island of Mahe with 206 beds. It will also 
bring employment and tourist opportunities to an area previously 
undeveloped on the island. One of the main problems in the 
hotel and restaurant businesses in Seychelles is the lack of 
skill and service orientation of the Seychellois themselves. 

The hotel staffs' lackadaisical attitude to tourists' desire 

for high quality service has been a negative factor for the 
resort atmosphere in Seychelles. If the government truly wants 
to cater to a selective tourist market, improved service must 
be one of the first areas to be addressed. The tourism sector 
could be a prime area for American investment. 


Fishing: The annual catch of fish had been at a constant level 
until it climbed 6 percent in 1985, the first strong growth 
Since a drop of 14 percent in 1982. The GOS is hoping to re- 
organize the industry into a large-scale, lucrative operation 


to take advantage of the great potential in the deep sea fish- 
ing area, especially its tuna stocks. In addition, it hopes 

to increase the fisheries' percentage of the GDP and help 
decrease Seychelles dependence on tourism. At present the 
majority of the fishing is done by small boats with the fish- 
ermen using nets and traps. There has not been much outside 
interest in fishing the waters in conjunction with the GOS' 
fishing plan and little activity is expected until the com- 
pletion of the East Coast Port project, the largest undertaking 
of its kind in Seychelles' history. The country hired the ser- 
vices of a huge dredger, contracted to reclaim 100 hectares of 
land which will be the site of a new fishing facility, a large 
vessel berthing area, and an industrial park for economic di- 
versification. In anticipation of increased output, the GOS 
has already built a large blast freezing plant to freeze fish 
for export, and a fish meal plant to use the waste from the 
frozen fish for animal feed. It is hoped these will be the 
start of a lucrative export market. The United States could 
easily become involved here if firms were willing to negotiate 
satisfactory agreements with the GOS. 


Labor: The government's 1985 Employment Act has changed the 
labor laws to give more guarantees to the employee. Unfor- 
tunately, it has taken away the manager's ability to hire and 
fire his own workers. Instead of allowing the employer the 





freedom to pick his own employees, a company must go through the 
National Employment Center which, after a description of the 

job is submitted, will send employees appropriate to the job 

for an interview. If the employer wishes to fire an employee, 
he must go to the arbitration board which has full rights to 
decide whether the employee should be fired or whether the em- 
ployer must keep him on the job. The FEAS is in great opposi- 
tion to this act, feeling that it discourages even further the 
desire of private investors to enter the Seychelles market. 


Petroleum: Seychelles is actively seeking investors to continue 
exploration of its waters for petroleum deposits. The AMOCO 
Petroleum Company was in Seychelles from 1981-1985, surveying 
and exploring. After drilling three wells, all of which came 

up dry, and evaluating the data obtained, AMOCO opted to leave 
at the end of its contract in March, 1985. The GOS is still 
interested in further exploration and exploitation of its re- 
sources. In July, 1986 it published the new "Petroleum Mining 
Act of 1986" which lays out the rights and responsibilities of 
the government and the oil company that would enter into a 
contract. In addition, a member of the petroleum section of 

the National Development Ministry recently finished a tour of 
several U.S. states in an attempt to find a suitable company to 
explore in Seychelles. Several firms expressed an interest, but 
because of the present depressed oil prices, no agreement has 
yet been signed. 


IMPLICATIONS FOR THE UNITED STATES 


The Seychelles is almost directly around the world from the 
United States whether one travels from the East or West coast. 
Taking this into consideration, transportation could be a prob- 
lem. Seychelles has an international airport and regular 
flights leave from London, Paris and Nairobi for Mahe. Sea 
transport is regular as well, but takes at least three months 
from the East coast of the United States. There have been dis- 
cussions between Seychelles and a large British sea cargo com- 
pany, Overseas Containers Limited, and if this ends in an 
agreement, the transport time would be cut to five weeks. In 
any case, the potential market for U.S.-made goods is relatively 
small. The government is less interested in increasing its 


imports than in developing a more diversified industrial base 
of its own. 


The best prospects for U.S. investment are in the fishing and 
tourism sectors. In addition, manufacturing ventures, in such 
areas as clothing and personal items, could be successful. The 
key to any investment in Seychelles is a firm agreement with 
the government. There is no set investment code besides the 
Petroleum Mining Act. The government believes the country is 
too small to set standards and prefers to look at each case on 
its individual merit. Joint ventures are the most common type 
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of agreement with the government. Indeed, it is unlikely that 
any new firms would be allowed to come in 100 percent foreign- 
owned. Management contracts or licensing agreements in fish- 
ing, restaurants and hotels are also likely areas of investment. 


Interested investors should consult the new "Investment Climate 
Report" dated August 1986 as well as the government's own pub- 
lication, "Information for Investors," recently revised and 
available from the National Development Ministry. This minis- 
try is the one to contact for any information on investments, 
but it may also be profitable to make personal contacts with 
government officials. Since there is no set investment code, 
the key to a good investment agreement will be in the communica- 
tion the company has with individuals in the government. 
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